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10 August 1981

-

MEMORANDUM FOR: Director of Economic Research
FROM: ~ Director of Central Intelligence

SUBJECT: The Changing Global Economic Environment:
Implications for Leverage

What happened to the redraft of this paper? Some weeks ago'I
responded to the questions which Sid raised about how to take the first

draft further. (U)

25X1

/
/757 William J. Casey /

Attachment

- 25X1
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~ TERMS OF REFERENCE

THE CHANGING GLOBAL ECONQMIC ENVIRONMENT: IMPLICATIONS FOR LEVERAGE
I. Introduction -- The estimate focuses on the possible eXplOltathI'l by
‘ govemrrents of vulnerabilities engendered by new economic c1rcwnstances
I1. Econo.nl.c change in the 1970s and 1980s
-~ The polltlcal economlc legacy of the 1950s and 60s
- The "Golden Age" of hlgh growth a.nd cheap energy comes to an end
- Relatlve econamic power pos:.tmn shifts among countries .
(US-Japan-FRG) ‘and among groups of countrles [OECD
OPEC Cormmm:.st) g

'_;; ~ Interdependen\.e mten51f1es (trade 1m<aces, financial
system,_ mstant communlcatlon technology diffusion)

| j,-— Growth and mflatlon problens
i '_. - Ec:onomlc growth slows

: -_ _— Inflatlon becomes endemlc and mfectlous .

o --— Resource problems .
) - Energy supplles falter and prlces skyrocket .
4-_":‘- Denmdfor mported foodstuffs grows, Treserves dlsappear

. - Stratewlc m.meral supplles become less secure
L v-—Trade, mdustry and.tec}mology problems

- Trade frlctlons increase
- us technologlcal 1ead erodes

-- Financial problems '

- Ineemefionalmf‘ina.ncial system becomes less stable

- Foreign debt grows

-- Commmist country problems

o
»

- Feonomic difficulties mount

- Soviet military burden increases =
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The im'pact‘of theseichanges on global relations arid policies

-- Among industrial countries: e.g., trade frictions, international
repercussmns of national fiscal and monetary p011c1es '

-- __n_g_~__j (newly industrial countries; oil-rich countries; poorest -
' c

ountries): e.g., growing conflicts of interest among these groups

-- Industrial comtries-Comnmist: access to industrial countries'
grain, credit, and technology :

Intra-Commmist® e.g., growing political-economic diversity
w1th.1n " oc1allst camp"

Vulnerabllltles of the US and the westem economic system

- Problems have dlfferent magnltudeS' major shocks. (a prolonged
" 0il shortage;. fmam:lal panlc) versus m:mor irritants (temporary

o shortages of cobalt)

-- Uncdntrolled occurrences

- Acts of God (ea:rthquakes droughts)

Domesth polltlcal upheavals (in Saudi- Arabia, Southern Afrlca)

-‘ Intematlonal flnanc1a1 debacles

s Ccntrolled man_lpulatJ.ons for polltlcal ends

':4B1unt weapens ,' .

e Persmu Gul£ (or ’\ugerlan) use of 0il weapon

I Sovz.et mtmldatlon to exact oil trlbute

° South Afncan denlal of mmerals .

-e Arah-mampulatmn of 1nternat10na1 monetary system
o s S"btle weaponr L | ) |
| Inphed x_hrea._s to- use the blunt weapon (USSR and OPEC)
° Moral suaslon.m mternatlonal. forums (LDCs)

- Mythical weapons o

° Raw material cartels
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VI.
. of economlc warfare'moves~and countermoves
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US and Western leverage: opportunities and limitations
-- Goals of 1eﬁerage (politieal purpoSe to be achieved)

-- Importdnce of alliance cohesion

'-- Leverage exerted on vulnerabilities of

- Commmist countries (their access to grain, credits and
technology) .

- OPEC (thelr securlty, markets and invested assets)

- 1DCs (thelr securlty, markets, and access-to credlt and
ald resources) ,

US (and allles) versus USSR' the p0551b1e sequence and Impact
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